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PORTUGAL: KEY ECONOMIC INDICATORS 
INDICATOR 1988 1989 1990P 1991E 


Domestic Economy 
Total resident population (mid-year, millions): 10.29 10.32 10.35E 10.38 
Total resident population growth (per thousand) 3.4 3.1 2.9E 2.9 
Labor force, Mainland only (Thousands) 4,624 4,676 4,716 4,750 
Employment breakdown by sector in 1990 (%): 

Agriculture 18; Industry 35; Services 47. 
Unemployment average rate, broad measure (%): Leo 6.0 5.5 5.5 
GDP (current market prices, million dollars) 41,688 45,514 59,816 69,339 
GNP (current market prices, million dollars) 40,777 44.795 59.436 
Per capita GDP (current market prices, dollars) 4,052 4,646 6,099 
GDP real % change 4.0 5.5 4.4 
Industrial production % change (season. adjust.) 6.1 3.2 9.1(1) 
Consumer Price Index annual avg. % change 9.7 12.6 13.4 12.0 
Government deficit as % of GDP (2) 7.6 6.6 7.5 6.5 
Outstanding public debt (million dollars) 30,939 32,622 39,839 43,156 
Indicative lending(3) interest rate (%) 18.2 20.4 23.0 23.0 


External Economic Relations 
Balance of Payments (million dollars): 
Current account net balance -1,064 139 -61 
of which: Merchandise (fob) -5,518 -4,878 -6,581 
Imports 16,393 17,594 23,001 
Exports 10,875 12,716 16,420 
Medium-and long-term capital net balance 843 2,798 2,700 
of which: Foreign direct investment 659 1,504 1,832 
Total non-monetary net balance 1,605 3,848 3,893 
Net foreign reserves(4) (million dollars) 14,456 18,073 21,278 
Outstanding foreign debt (million dollars) 17,362 17,899 18,434 
Debt service as % of current account credit 29.0 17.3 16.7 
Foreign direct investment (million dollars): 
Annual flows: Total 692 Lori Spats 
U.S. share (%) 1.7 4.5 Si7 
Cumulative figures(5): Total 2,358 3,935 6,106 
U.S. share (%) 15.6 11.2 8.5 
Annual average exchange rate (Escudos/U.S. dollar) 144.0 257.5 142.6 
Net official flows from the EEC to Portugal 
(million dollars) 661 811 1,092 
U.S. bilateral aid (million dollars/fiscal year) 129.5 177.5 152.2 
U.S.- Portugal trade (million dollars): 
U.S. exports to Portugal (f.a.s.) 749 925 922 
U.S. imports from Portugal (customs value) 693 800 833 
Principal 1990 U.S. exports (% of total exports to Portugal): 
Aircrafts and parts (13.4), Maize unmilled (10.3), Animal feed (10.3). 
Principal 1990 U.S.imports (% of total imports from Portugal): 
Petroleum (10.3), Apparel (7.2), Footwear (6.9). 


FOOTNOTES: P-Provisional E-Estimate (1) First semester (2) Including Social 
Security, Autonomous Funds and Services. (3) Year end market rate for 90 day 
loans, except 1991 (prevailing rate by 6/11/91). (4) With gold at market price. 
(5) Accumulated annual flows since 1976, inclusive. (6) Rate on 6/14/1991. 


SOURCES: National Institute of Statistics, Bank of Portugal, Government of 


Portugal, Portuguese Association of Banks, U.S. Department of Commerce, and 
estimates by the Embassy. 





SUMMARY 


The Portuguese economy continues to be one of the fastest growing in 
Europe. Portugal’s 1986 accession to the European Community (EC) and 
political stability in recent years have helped attract massive foreign 
investment. Domestic demand is at new highs as Portugal adjusts its 
production and consumption patterns to those of its wealthier European 
partners. Government spending on social and physical infrastructure is 
further fueling an economy operating at virtual full employment. U.S. 
trade with Portugal is on the upswing, and U.S. firms are making major 
investments in the country. 


In the 1991-92 period, the Portuguese will have to come to grips with 
nagging inflation. Inflation climbed into double digits in 1989 and 
will probably remain near 12 percent at the end of 1991, well above the 
EC average. This differential will make the planned 1992 entry into 
the Exchange Rate Mechanism of the European Monetary System a 
potentially disruptive event. Sustained upward pressure on the escudo 
could damage the competitiveness of exports and lead to substantial 
unemployment. Regardless of the political configuration after the 
October 1991 Parliamentary elections, the number one economic policy 
priority will be putting a serious dent in inflation. 


In 1991 Portugal adopted modern instruments of monetary policy such as 
open market operations and bank reserves coefficients. However, these 
have not yet proved successful in controlling the money supply and some 
restrictions on entry of foreign capital remain in place. In 1992, 
more sustained attention will likely be paid to controlling the 
government budget deficit. The government will also try to hold the 
line on wages and prices, with indicative targets for the former and 
introduction of better competition to address the latter. Regardless 
of the instruments used, the effort to control inflation will require a 
cooling down of the economy and a slight decline in economic growth. 


The goverment is engaged in a wholesale restructuring of the economy. 
Privatization of firms nationalized at the time of the 1975 revolution 
will continue into 1992. Many of these operations will determine who 
the major players will be in the Portuguese economy for some time to 
come as financial companies and big industries such as petroleum and 
steel pass to private hands. 


On balance, Portugal is well-prepared to confront the challenges of the 
1990s. It has record foreign reserves and is prepaying its foreign 
debt. It can count on support from its EC partners for some time to 
come and current foreign investment is providing the base for a modern 
Europe-oriented economy. 


In this environment, opportunities for both new and present U.S. 
traders and investors are very good. Export targets range from 
infrastructure equipment to consumer goods. While most traditional 
agricultural exports have been lost to European suppliers, the market 
is growing for high value processed products. Investors are also 
finding numerous opportunities and generous subsidies in this low 
labor-cost production center for the European market. 
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RECENT ECONOMIC SITUATION AND TRENDS 


Stable Political Environment: Strong economic growth over the last 
five years has been matched by political stability. Prime Minister 
Anibal Cavaco Silva heads Portugal’s first single-party majority 
government since the 1975 revolution. After the fall of his first 
government in 1987, Cavaco Silva and his Social Democratic Party (PSD) 
captured 148 of the 250 seats in the Portuguese Parliament. The 
Socialist Party (PS), with 60 seats, is the leading opposition party. 
The Communist Party has 31, the Democratic Renewal Party 7, and the 
Center Democrats 4. New legislative elections scheduled for October 
1991 are not expected to lead to any major changes in national 
direction. 


The PSD has used its majority to push through an impressive legislative 
reform program designed to reduce the public sector of the economy, 
encourage private enterprise, and promote agricultural modernization. 
The PSD continues its efforts to reform Portugal’s labor laws, but 
opposition from organized labor, based primarily on constitutional 
protections, continues to make wide-ranging reform difficult. The 
Socialists, who have moved steadily toward the center of the political 
spectrum, differ with the ruling PSD more about the pace and specifics 
of economic reform and participation in the European Community than 
about the fundamental strategy of rapid economic modernization 
emphasizing private sector initiative. President Mario Soares, leader 
of the Socialist Party until he resigned on his election to the 


Presidency, was overwhelmingly elected to a second five-year term in 
January 1991. 


Economy Oriented Toward Catching Up with EC Partners: Overall economic 
goals in Portugal are increasingly determined by Portugal’s membership 
in the European Community. The overarching objective of economic 
policy is to make the Portuguese economy resemble more closely the more 
advanced economies in the EC. To reach this objective, the Portuguese 
economy has to grow at a faster rate than the EC average, requiring 
heavy investment by the public and private sectors. However, 
convergence with other EC economies also requires the Portuguese to 
bring down interest and inflation rates closer to EC averages over the 
next year. Otherwise, joining the EC’s exchange rate mechanism and 
participating in other aspects of European economic and monetary union 
will create dislocations in the Portuguese economy. 


Strong Growth Continues: The Gulf crisis had a limited effect on 
Portuguese economic growth: the real growth rate of the Gross Domestic 
Product (GDP) decelerated from 5.4 percent in 1989 to 4.4 in 1990. 
This vigorous rate remains one of the highest in the EC and exceeded 
the forecasted figure of 4 percent. The slowdown due to adverse 
international circumstances was alleviated because oil price increases 
were compensated by the U.S. dollar depreciation. Strong economic 
growth in Germany (Portugal’s main customer) and the significant 
increase in tourism revenues (derived from extra demand by tourists 
avoiding Mediterranean destinations), helped to dampen the impact that 
the open Portuguese economy could have suffered. 
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Portuguese economic growth is fueled by domestic demand, where real 
growth was 5.2 percent in 1990. The increase in disposable income (4.2 
percent in real terms) related to very low unemployment and enabled 
personal consumption expansion (4.7 percent real growth). Despite the 
uncertainties generated by the Gulf crisis, real growth of fixed 
investment, substantially supported by European Community (EC) funds, 
accelerated slightly (from 6 percent in 1989 to 6.6 percent in 1990) 
maintaining the fixed investment rate at over 26 percent of GDP. The 
government expects some overall cooling in domestic economic growth for 
1991, which is much needed to control inflation, the country’s number 
one economic problem. 


Inflation Hard to Control: The government wanted to reduce the 
inflation rate from 12.6 percent in 1989 to 10 percent in 1990, but the 
rate continued to creep upward, reaching 13.4 percent. For 1991, the 
Government target is 10.75 percent but, although the rate slowed in 
spring 1991, dropping to 13 percent in May, the downward trend is not 
strong enough to reach the 10.75 percent target. 


The conditions for the unavoidable entry of the Portuguese escudo into 
the European Monetary System Exchange Rate Mechanism (ERM) worry 
policymakers. Portugal’s inflation rate is currently more than triple 
the average rate of the ten ERM member countries and, under these 
circumstances, the adjustment costs would be high. The government, 


which has repeatedly stated that Portugal will not join the ERM before 
the inflation rate approaches the European average or at least shows a 
clear downward trend, is confronted with the political constraint of 
trying to renew its absolute majority in the general elections in 
October 1991 and is avoiding drastic anti-inflation policies for the 
time being. 


Domestic structural rigidities are the root causes of the inflation 
problem: the pressure introduced by rapid demand expansion is not met 
by domestic supply. Recent data show that while sectors open to 
foreign competition had a moderating effect on the inflation rate, 
sheltered sectors or those with prices administered by the government 
were responsible for fueling inflation. 


Annual average price increases (%) 

Date Open to Sheltered or 

Overall competition administered 
1989 E236 LeaG LaeS 
1990 Lae4 9.0 19.1 
MAR 91 aad 8.9 19.0 


Monetary Policy Moves to Indirect Controls: After a two-year transitional 
period, indirect monetary control is finally in place. Portuguese fiscal 
policy is usually expansionary and leaves inflation fighting to monetary 
policy. The latter has been incapable of controlling excessive liquidity i 
the Portuguese economy at a time of increasing liberalization and bank 
disintermediation, huge influxes of foreign capital, and progressive 
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integration of domestic business in European markets. By mid-1990, 
monetary authorities suspended swap operations and imposed a compulsory 
non-remunerated deposit of 40 percent of all foreign capital or credit 
entering the country, except when related to current operations or 
portfolio investment. 


The inefficiency of credit ceilings previously in force and the need to 
adapt to EC rules in financial markets compelled the authorities to 
change monetary policy instruments, although maintaining the same 
overall restrictive pattern. After an unprecedented operation to dry 
up over 1 trillion escudos (December 1990 through March 1991), the new 
instruments became operational. They include a 17 percent bank 
reserves coefficient, open market operations for public debt 
(especially short-term treasury bills), and liberalized commercial 
interest rates. These are to be followed soon by the rediscount rate, 
not used by the central bank since 1987, as the main reference rate for 
the long term cost of money. The Bank of Portugal is also formally 
prohibited from monetizing government debt. 


Fiscal Policy--Compromise Between Objectives: Inflation control 
requires restrictive fiscal policy and government deficit reduction but 
the current infrastructural modernization effort, largely cofinanced by 
the EC, calls for heavy public spending. The 1991 government budget is 
further influenced by the October parliamentary election. The 
trade-off is moderately expansionist fiscal policy: the 1991 overall 
budget grew above expected GDP growth in real terms, the deficit level 
(excluding debt amortization) stabilized at 6.5 percent of GDP, and 
there is some shift from debt service and investment outlays to more 
inflationary current expenditures. 


The deficit is caused by accumulated debt service, which is shrinking 
due to a sustained policy of public debt prepayment which reduced the 
weight of public debt in GDP from a record 74.5 percent in 1988 to an 
expected 63.8 in 1991. To finance its deficit, the government issues 
bonds in the domestic market, which also serves the monetary policy 
purpose of absorbing excessive liquidity. 


Privatization Resumes After Gulf Crisis: An important aspect of the 
government’s economic reform program is reprivatization of many firms 
nationalized at the time of the Portuguese Revolution in 1975. The 
program has widespread bipartisan support and got a boost in March 1990 
when legislation was passed allowing total privatization of state firms 
(formerly the government retained 51 percent), and more flexibility in 
the methods used to privatize. There is no uniform rule for 
privatization procedures: some firms are sold on the Portuguese stock 
market, while other sales will be negotiated with prequalified buyers. 
One of the government’s concerns has been to assure that Portuguese 
groups are not overwhelmed by foreigners in the bidding for the 
companies. While foreign ownership percentages will be set ona 
case-by-case basis, efforts will be made to assist Portuguese 
investors; the government may retain shares in selected firms. 
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The ongoing reprivatization process was suspended in early 1991 due to 
the uncertainty in capital markets and business prospects caused by the 
Gulf crisis, but it resumed in mid-1991, and companies in several 
sectors (banking, insurance, transportation, steel, oil refining and 
distribution, cement, and chemicals) are to be sold over the next few 
years. 


Wage Increases Agreed in Social Accord: Consistent data on wage trends 
is not available in Portugal. Annual average industrial labor costs 
are approximately $8,000 per employee. Our estimates indicate that, 
after several years of losing ground, real wages are recovering in 
1990-91. Although average wages in Portugal remain low by Western 
European standards, compensation for senior and middle managers, as 
well as skilled technicians, is rising quickly due to shortages of 
qualified people. 


Business, labor, and government held several negotiating rounds in 
1990, under the auspices of the Permanent Council for Social 
Cooperation and, by October, settled on overall wage guidelines: in 
1991 wages are to increase at least somewhat above the inflation rate, 
but larger increases can be negotiated between labor and business in 
sectors where this is feasible. However, business profits will 
continue to be strong, since productivity gains are larger than real 
wage increases. In return, more flexibility in work rules was agreed 
upon. For the last few years, labor strife has been practically 
nonexistent in the private sector, occurring only in the public sector. 


Exchange Rate Policy Prepares for European Union: Exchange rate policy 
has long been used as one of the principal instruments to help maintain 
the external competitiveness of Portuguese industries, in a framework 
of wide differences between the domestic inflation rates of Portugal 
and its main trading partners--other EC members. A fixed crawling peg 
was in place until October 1990, when substantial changes were 
introduced. The planned crawling peg was set aside, the escudo was 
allowed to fluctuate more in accordance to exchange markets, the 
currency basket against which the escudo rate is monitored was 
recomposed in order to include only five major EC currencies, thus 
shadowing the escudo’s future entry in the ERM. The net result was 
escudo appreciation due to to high demand for the Portuguese currency 
in international financial markets. This appreciation is also helping 
to control domestic inflation by lowering import prices. Portuguese 
exporters, no longer benefiting from the crawling peg, are further 
pressed to improve productivity and quality. 


Record Balance-of-Payments Surplus Stabilizes: The 1990 Portuguese 
external payments surplus stabilized at the previous year’s record 
level of nearly $4 billion. After a few years of a surplus boon, 
mainly due to the enormous influx of foreign capital and transfers to 
the country following EC membership in 1986, measures were taken in 
July 1990 to restrict foreign credit and investment thereby helping the 
authorities get better control over monetary aggregates. These 
measures, along with the hiatus in international investment caused by 
the Gulf crisis and some deterioration in the merchandise trade account 
contributed to halting the growth of the total nonmonetary balance. 
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Foreign Reserves Exceed Foreign Debt: The inflow of foreign money to 
Portugal, leading to the accumulation of external payments’ surpluses, 
raised net foreign reserves to successive record levels ($21.3 billion 
by the end of 1990, of which $6.1 billion was gold at market prices). 
Since the end of 1989, net foreign reserves surpassed the outstanding 
amount of total foreign debt, which has fluctuated around $17 or $18 
billion for the last five years. Foreign debt as a percentage of GDP 
decreased from 50 percent in 1987 to 31 percent in 1990 and is expected 
to reach 26.5 percent in 1991, not only as a result of economic growth 
but also of the sustained government policy of debt prepayment and 
transfer of official debt to the domestic market. 


IMPLICATIONS FOR THE UNITED STATES 


When the EC becomes "borderless" in January 1993, growing markets in 
Portugal will be quite dissimilar to the political borders that once 
contained then. It will be a particularly significant event for 
Portugal since its borders have stood unchanged for nearly 900 
years--longer than any other European nation. Nevertheless, due to 
careful planning that began when it joined the EC in 1986, Portugal 
will adapt to the market-driven economic environment of the 1990’s--and 
prosper. As it does it will create unprecedented business opportunities 
for its trading and investment partners--especially the United States, 
whose presence in the market is presently disproportionately small. 


Market Opportunities for American Firms: As Portugal adjusts to the 
Single Market of the EC it presents an extraordinary array of market 
opportunities for American exporters and investors. To survey these 
market opportunities, it is best to start where EC policies and funds 
will have the most immediate impact--infrastructure projects. The 
construction sector in Portugal will offer an attractive market for 
U.S. exporters, as the country modernizes with the help of EC and local 
funds directed at new highways, bridges, a natural gas terminal, sewage 
and water treatment plants, and the new Lisbon airport. Commercial 
building and house construction are up as well. Portugal is also the 
site of the largest non-coal mining development project in Western 
Europe, the $200 million Neves Corvo copper/tin mine. The total 
Portuguese market demand for construction/mining equipment was $1.5 


billion in 1990. The annual growth rate for 1991-93 period should 
range between 10 and 12 percent. 


Telecommunications: Portugal is following an ambitious program to 
modernize its communications sector. The Portuguese Parliament 
approved in July 1989 the deregulation/liberalization of some 
telecommunications services which will allow the private sector to 
operate complementary services such as cellular phones: and paging, 
videotex and value-added services such as fax, audiotex and voice mail 


box. In related areas, television is opening up to private sector 
involvement; reception of satellite TV is expanding rapidly, air 
navigation and airport equipment will be purchased to upgrade local 
airports. The market for telecommunications equipment in Portugal was 


$1.1 million in 1990 and should increase 20-25 percent in the next 
three years. 
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Energy: Portugal has entered the 1990s with major steps towards 
diversifying its energy sources and increasing power capacity to meet 
consumption growth. The government launched major projects. Besides, 
the government is offering tax incentives to homeowners utilizing 
residential solar-heating units. In mid-1991, the government was in 
the process of evaluating tender proposals for construction, and the 
concession to manage, a liquified natural gas pipeline, originating in 
Setubal, 50 km south of Lisbon, and going north 300 miles to Oporto. 

At that end there will also be a gas-fired, electric generating plant 
project linked to the pipeline. According to Portuguese authorities, 
the pipeline project will be instrumental in reducing Portugal’s landed 
petroleum supply, required for energy, from 70 to 40 percent. The 
total project cost should be about $750 million. Proposals for the 
construction of a four-phase thermoelectric plant, the Pego plant, each 
phase generating 300 mg for a total of 1,200 mg potential when 
completed, are now under consideration. Each phase will be coal 

fired. The project is scheduled to be finished by mid-1994. 


Hospital Management, Medical Equipment and Supplies: The Portuguese 
government plans to invest about $350 million in new hospitals and $100 
million for modernization of old hospitals over the next six years. 

The private sector is also expanding quickly. There are projects for 
eight private hospitals in the amount of $200 million to take place 
over the next five years. In addition, the Portuguese Government 
opened the management of public hospitals to private companies, both 
local and foreign. The market for medical equipment is also growing 
rapidly. Portuguese imports of medical equipment were about $154 
millionin 1990 and are expected to increase 20 percent per year through 
1993. The U.S. share has been about 11 percent. The chief competitor 


for medical equipment in Portugal is Germany with a 28 percent market 
share. 


Environmental Control Equipment: Local authorities in Portugal are 
environmentally minded. The cleaning of public places and streets is 
now a major concern. An expected 19 million tourists visiting Portugal 
in 1991-92 justify this activity. Portuguese local authorities are now 
looking for new techniques for cleaning, and maintaining clean, their 
regions. Waste treatment plants, recycling networks and incineration 
systems are included in large environment protection plans 


municipalities are preparing. The market for special purpose vehicles 
such as refuse and garbage and street cleaning apparatus, rotary and 
blow-type snowplows, and pick-up sweepers is now emerging and showing a 
clear tendency to grow quickly. The total market value of street 


cleaning/collection of solid waste equipment should reach $30 million 
in 1991. 


Computers, Hardware and Software: Portugal’s market for computers is 
one of the fastest growing in Western Europe. Accession to the EC has 
created a strong demand for electronic data processing equipment as 
service industries gear up for competition. And in manufacturing, 


CAD/CAM computer systems are popping up as are computerized process 
control and instrumentation systems. 
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Portuguese demand was estimated at $439 million for 1990 and should 
increase by 23 percent through 1993. Ninety five percent of Portuguese 
demand for computers is met by imports. The U.S. share of Portugal’s 
computer imports is currently 15 percent. The United States’ major 
competitors are the United Kingdom, Germany, and France, with 17, 14, 
and 11 percent market share respectively. However, the estimated real 
market share of U.S. computer products is 80 percent, with five U.S. 
companies among the 10 largest computer distributors in Portugal 
controlling about 61 percent of the total market. This is due to the 
increasing number of U.S. companies that are supplying Portugal through 
wholly owned subsidiaries in Europe. 


Consumer Goods Market: As Portugal’s economy improves due to EC 
stewardship, its people will spend more, and, as trade barriers lower, 
they will buy more imports. In 1989 consumer goods imports rose 40 
percent; the same is expected for 1990 when figures are in. As the 
dollar lowers, relative to the Portuguese escudo (and the currencies of 
competing suppliers), U.S. products should become very competitive. 
Currently, U.S. exports in this emerging consumer market are near to 
nonexistent. The U.S. Foreign and Commercial Service in Portugal is 
particularly following toys, sports, and franchising services (which 
have implications for several other consumer subsectors). The 
Portuguese market for toys and novelties has been growing more rapidly 
than expected. Total market demand for 1990 was around $60 million. 
Demand for high quality sporting goods is increasing as a result of a 
more stable economy and higher purchasing power. Total market demand 
for 1990 was $90 million. There are around 150 franchising chains 
operating in Portugal. Recent reports show that franchising is a 
growing industry in Portugal with an average annual growth projected at 
15-20 percent through 1992. The most promising markets in this sector 
are fast food, health and beauty, clothes and accessories, convenience 
retailing and transport. 


The Department of Commerce is planning a number of trade promotion 
events in Portugal. For current information, interested business 
persons should contact the Portugal desk officer at the U.S. Department 
of Commerce, (202) 377-3945, or contact the Commercial Section of the 
American Embassy in Lisbon, Portugal at 351-1-726-6600, (fax: 
351-1-726-8914). 


Outlook for Agricultural Exports: As stipulated in Portugal’s Treaty 
of Accession to the EC, 1990 was the last year in which Portugal was 
able to determine grain import levy rates and keep the proceeds. This 
worked to the advantage of the U.S. and other non-EC suppliers. As of 
1991, Portugal was obliged to conform to the highly protectionistic EC 
grain trade regime, effectively cutting off U.S. corn supplies. 
Resumption of this trade will depend upon overall EC agricultural 
policy reform and the results of the Uruguay Round. 


Two agricultural products not affected by EC restrictions, soybeans and 
corn gluten feed, will assume relatively more importance for the United 
States in the Portuguese market in the near term. The United States 
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faces strong competition from Brazil and Argentina in the soybean 
market. While not produced in Portugal, soybeans compete with 
EC-produced sunflower in the oilseed sector. Grain substitutes, such 
as corn gluten, are considered to have further growth potential, but 
will be ultimately limited by technical requirements for some level of 
grain in animal rations. 


Other U.S. agricultural exports, notably cotton and hides and skins, 
have further room to expand market share in Portugal, which is a major 
exporter of textile and leather products and depends on imported raw 
materials for transformation. High-value processed food products also 
have improved opportunities in this market due to a combination of a 
loosening of trade restrictions, changing lifestyles and higher 
incomes. Portuguese importers are interested in doing business with 
U.S. exporters of competitively priced processed foods. 


For more information, exporters of agricultural goods are encouraged to 
contact the appropriate commodity office of the Department of 
Agriculture’s Foreign Agricultural Service in Washington D.C. or the 
office of the Agricultural Attache in Lisbon, Portugal at 
351-1-726-6000 (fax: 351-1-726-9721.) 


Investing in Portugal: American firms wishing to realize market 
opportunities in the expanded EC, including Portugal, may begin by 


exporting their product or service. At some point, however, increased 
demand may require being closer to the market, which can be done by 
setting up a manufacturing facility overseas. Some attractions for 
doing so in Portugal are access to major EC markets, transportation 
links, a good labor pool, and widespread use of English, especially 
among the younger managers and entrepreneurs. U.S. firms also have 


access to very generous EC subsidies available for investment in 
Portugal. 


Portugal welcomes foreign direct investment as a way to develop its 
economy and modernize its industry. Through foreign investment, 
Portugal hopes to narrow the gap that exists between its industrial 
base and Western Europe and to increase its competitiveness in foreign 
markets. Portuguese Government agencies provide support and assistance 
to interested foreign investors. 


For U.S. investors, the likeliest form of investment is in a joint 
venture in an entirely new enterprise rather than buying into an old 
one. Of the established Portuguese firms, most of the desirable 
private ones have been picked off by EC companies already. The 
remaining option is to start a new enterprise, as a joint venture with 
a solid Portuguese company in a related field. In such a relationship, 
the U.S. firm would be the majority partner. It would provide the 
technology and marketing skills. The Portuguese partner could 
contribute local industry know-how, hiring experience, and handle other 
human resource issues. This combination would facilitate entry for the 
U.S. company and provide effective control of its products. Potential 
investors may request a copy of the latest Investment Climate Statement 
from the Portugal desk of the Department of Commerce. 


* U.S. Government Printing Office : 1991 - 282-906/20061 











